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Docket Control Center:

Enclosed please  find the  origina l and 13 copies  of the  Comments  of the  Intersta te  Renewable
Energy Council in Docke t No. RE-00000A-07-0608. These  comments  have  been mailed to
pa rtie s  on the  se rvice  lis t for this  docke t.

Thant you for your attention.

Sincerely,

/Q u T. "N

Kevin T. Fox,

Attorney for the Interstate Renewable Energy Council

Wilson Sonsini Goodrich & Rosati
One Market Street
Spear Tower, Suite 3300
San Francisco, CA 94105
Phone: (415) 947-2042
Fax: (415) 947-2099
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ARIZONA CORPORATION COMMISSION

Docket No. RE-00000A-07-0608

Proposed Rulemaking on Net Metering Rules )
)

COMMENTS OF THE INTERSTATE
RENEWABLE ENERGY COUNCIL

The Arizona Corporation Commission ("Comlnission") issued Decision No. 69877 on

August 28, 2007. In that decision, the Commission directed Commission Staff to begin a

Rulemaking process on net metering. On February 1, 2008, Staff issued revised draft proposed

net metering rules in this docket and requested interested parties to provide written comments.

In response, the Interstate Renewable Energy CoUncil ("IREC") respectfully submits the

following comments. 1

I. COMMENTS ON PROPOSED NET METERING RULES

R14-2-2302(M)(1), R14-2-2303(A)

IREC commends Commission Staff for removing the ownership requirement from the "Net

Metering Facility" definition, however, IREC believes the operational requirement must also be

removed to fully open the possibility of third-party financing. IREC suggests that the definition

of Net Metering Facility be modified to include a system that is "operated by or on behalf of a

Net Metering Customer." Third~party financing is often associated with third-party operation

and maintenance. This modification will allow net metering customers to benefit from such

arrangements.

1 IREC is a non-profit organization funded by the U.S. Department of Energy to accelerate the
sustainable utilization of renewable energy resources and technologies. REC's mission includes
helping state public utility commissions identify "best practices" in the areas of net metering and
interconnection of renewable resources. IREC commends Commission Staff for its hard work in
putting together the draft rules and looks forward to working with the COmmission to build upon
this foundation.
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IREC a lso recommends  remova l of the  opera tiona l requirement under R14-2-2303(A) by

modifying the  rule  to s ta te : "An Ele ctric Utility sha ll inte rconne ct with a ny re ta il Cus tome r with

a  Ne t Me te ring Fa cility in the  Ele ctric Utility's  s e rvice  te mltory." The  modifica tion sugge s te d

a bove  for R14-2-2302(M)(1) would be  swe pt in unde r the  de finition of Ne t Me te ring Fa cility.

R14-2-2302(M)(4), R14-2-2303(B)

IREC be lieves  the  revised rule s  take  a  big s tep in the  wrong direction by limiting individua l

sys tem capacity to 125% of a  ne t me te ring cus tomer's  "expected peak demand." S ta ff origina lly

limited individua l sys tem capacity to 125% of "tota l connected load," which is  a  quantifiable

number. "Expected peak demand," in contras t, is  e ssentia lly a  bes t glees  of how much of tota l

connected load will be  used a t any given time . Moreover, "expected peak demand" is  like ly to

vary seasona lly and is  open to considerable  dispute  as  to how it should be  approximated. "Tota l

connected load," on the  other hand, is  a  fixed quantifiable  number tha t can provide  certa inty to

the  purchaser of a  distributed genera tion system as to the  s ize  of a  system that may be  insta lled.

For these  reasons , IREC be lieves  tha t S ta ff should revive  its  origina l approach and limit

individua l sys tem capacity to 125% of a  ne t mete ring customer's  "tota l connected load.ll

R14-2-2304

This  section is  a  bit unclea r a s  to the  type  of mete ring equipment tha t must be  ins ta lled. IREC

believes  tha t the  proposed rules  can be  implemented most e fficiently and cost-e ffective ly with a

s ingle  bi-directiona l mete r. Dua l regis te r mete rs  or dua l mete rs  needless ly increase  the  cos t of

ne t me te ring without providing commensura te  benefits . There fore , [REC recommends  tha t R14-

2-2304 be  cla rified a s  follows:
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"If the  me te r tha t is  currently ins ta lled on the  Ne t Me te ring Facility is  incapable  of

re gis te ring the  kilowa tt-hours  ('kwh') of e le ctricity in both dire ctions , a  bi-dire ctiona l

me te r with tha t ca pa bility sha ll be  ins ta lle d. Ele ctric utilitie s  ma y not re quire  a  dua l

regis te r mete r or dua l mete rs  for Ne t Mete ring Customers .77

R14-2-2305(A) and R14-2-2307(A)

The proposed rules  appear to conta in two s tandards for justifying ne t metering charges, one  for

initia l ta riff filings , R14-2-2307(A), a nd one  for subse que nt ta riff filings , R14-2-2305(A). To

lessen confus ion and cla rify the  information tha t must be  provided to jus tify specific proposed

charges, IREC recommends tha t the  second sentence  of R14-2-2305(A) be  modified to s ta te :

"The  filings  sha ll be  supported with cos t of se rvice  s tudies  and information and supporting da ta

sufficient to a llow the  Commission to de te rmine  cost savings  and other benefits  for the  purposes

of eva lua ting the  specific proposed cha rges ." Rule  R14-2-2307(A) can then be  modified to re fe r

to this  s tanda rd for the  purpose  of jus tifying any initia l proposed cha rges . To accomplish this ,

[REC recommends  tha t the  firs t sentence  of R14-2-2307(A) s ta te : "Each Electric Utility sha ll

file , for approva l by the  Commiss ion, a  Ne t Me te ring ta riff within 90 days  from the  e ffective

da te  of these  rules , including, if necessa ry, financia l information and supporting da ta  required

under R14-2-2305(A) to support any specific proposed charges .as

R14-2-2306(C)

This  section is  a  bit unclear. IREC unders tands this  section to mean tha t credits  for excess

energy genera ted during a  billing period will be  applied aga ins t a  ne t mete red customer's  future

commodity charges , but not demand or customer changes . If this  is  the  intended inte rpre ta tion,

i
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then the  rules  may be  more  clea rly s ta ted by e limina ting R14-2-2306(C) and adding "i.e ., not kW

demand charges or customer charges" to the  end of R14-2-2306(E). As s ta ted, the  current

language  may be  inte rpre ted to mean tha t utilities  may recover demand charges for any capacity

supplied by an on-s ite  sys tem. IREC would oppose  such an inte rpre ta tion and be lieves  tha t with

the  above  modifica tion, S ta ff can make  clea r tha t this  is  not the  intended inte rpre ta tion.

R14-2-2307(B)

IREC disagrees  with the  proposed rule  regarding capacity limits  for individua l prob ects  and in

tota l. IREC be lieves  Arizonans  should have  the  freedom to genera te  the ir own e lectricity and to

make  ra tiona l economic decis ions about how best to s ize  a  dis tributed genera tion system to meet

on-s ite  needs . IREC be lieves  tha t the  proposed rules  can facilita te  such decis ions  by a llowing

ne t metering facilities  to be  s ized up to 125% of a  ne t metering customer's  tota l connected load.

IREC disagrees  with Section R14-2-2307(B), which a llows  a  utility to propose  an a rbitra ry

capacity limit tha t may prevent many Arizonans  from optima lly s izing a  sys tem for on-s ite

needs. For this  reason, IREC be lieves  re fe rences  to individua l prob act capacity limits  should be

removed from Section R14-2-2307(B).

IREC a lso be lieves  re fe rences  to tota l capacity limits  should be  removed from Section R14-2-

2307(B). As  IREC pointed out in its  prior comments , caps  on tota l ne t me te ring capacity will

hinde r Arizona 's  a bility to me e t its  Re ne wa ble  Ene rgy S ta nda rd ("RES "). Arizona  utilitie s  tha t

a re  subj act to the  RES must obta in 15% of the ir re ta il e lectric load from e ligible  renewable

resources  by 2025.2 The  RES requires  30% of this  amount to come from renewable  dis tributed

2 Rule  R14-2-1804(B)
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generation resources Accordin 1 , utilities will need to procure 4.5% of their electricity so Lyg g y p pp

from renewable distributed generation by 2025 .

Net metering is an important component in making distributed generation systems economically

viable. 4 As such, it may be difficult for utilities to meet the Commission's renewable distributed

generation RES goals if net metering is capped at an arbitrary amount, particularly an amount

below 4.5% of electric utility retail sales. For this reason, IREC recommends that references to

total capacity limits be removed from Section R14-2-2307(B). In the alternative, Section R14-2-

2307(B) should be modified to make clear that Net Metering tariffs may not contain a capacity

limit less than or equal to 4.5% of a utility's retail sales.

R14-2-2307(C)

Seasonally differentiated avoided cost rates may prove unworkable in practice. The proposed

mies establish a monthly rollover of kph credits if electricity generated by a net metering

customer exceeds the electricity supplied by an electric utility. With monthly rollover, it may

prove difficult at the end of a calendar year to say when excess electricity was generated and

therefore which seasonally differentiated avoided cost rate should apply. IREC suggests

replacing this approach with an average avoided cost rate that takes into account seasonal

variability. This will avoid the potential for disputes that may arise in attempting to

retrospectively apply seasonally differentiated avoided cost rates to kph hour credits that

accumulated throughout a calendar year.

3 Rule R14-2-l805(B)
4 See Arizona Corporation Commission, Decision No. 69877 at 1] 9 ("[n]et metering provides a
financial incentive to encourage the installation of DG, especially renewable resources.")
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REC Own e rs h ip

IREC would like  to re ite ra te  its  request tha t the  ne t metering rules  address  the  issue  of renewable

ene rgy credit ownership. [REC recognizes  tha t the  Commiss ion's  RES rule s  specify tha t "[a ]

Renewable  Energy Credit is  owned by the  owner of the  Eligible  Renewable  Resource  from

which it was  de rived unless  specifica lly transfe rred"5 and tha t the  Commiss ion's  rules  de fine

Eligible  Renewable  Resources  as  including Distributed Renewable  Energy Resources .6

Although these  rules  make  it clear tha t a  renewable  dis tributed genera tion owner re ta ins

ownership of the  renewable  energy credits  associa ted with on-s ite  genera tion, [REC be lieves  tha t

it would be  beneficia l to cla rify tha t these  rules  apply to renewable  dis tributed genera tion

customers  tha t a re  participa ting in ne t metering arrangements . Fa ilure  to address  this  issue  has

lead to lengthy disputes  be tween cus tomers  and utilitie s  in othe r jurisdictions .

11. C O NC LUS IO N

IREC apprecia tes  the  opportunity to file  comments  regarding S ta ff' s  revised dra ft

proposed Ne t Mete ring Rules .

Re spe ctfully submitte d,
Februa ry 11, 2008

Ke vin T. Fox,
&,U£4T

Attorney for the Interstate Renewable
Energy Council

Wilson S ons ini Goodrich & Rosa ti
One  Marke t S tree t
Spear Tower, Suite  3300
San Francisco, CA 94105
Phone : (415) 947-2042
Fax: (415) 947-2099

5 R14-2-1803(C)
6 R14-2-1802(A)(3)
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